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The Honorable Mitch Daniels
Governor of the State of Indiana

The Indiana General Assembly

Dear Governor Daniels and Members of the General Assembly,

It is my pleasure to submit the 2007 Fiscal Operations Report on behalf of the Indiana
State Teachers’ Retirement Fund (TRF), in accordance with Indiana Code 5-10.2-2-1.
The Report contains statistical data, actuarial projections, financial statements,
investment performance reports, benchmark data for investment and customer services,
and TRF’s 2007 Goals & Metrics.

In fiscal year 2007 I am pleased to report that TRF continues to make significant strides
in improving its efficiency and effectiveness. In particular, we received a clear audit
from the State Board of Accounts, 88% of our employers are now reporting wage and
hour contributions online and all new legislation was implemented in time for its July 1,
2007 effective date. TRF also continues to improve its customer service by delivering
the first pension check to our retirees on average in only 16 days, offering Saturday
counseling sessions, creating a new member packet, and maintaining call center statistics
of <30 seconds average time to answer,

The rate of return for the Pension Stabilization Fund and employers’ assets managed by
TRF was an outstanding 18.17% in fiscal year 2007, far exceeding our actuarial
investment assumption of 7.5%.

We are honored to serve the active and retired teachers of Indiana and will continue to
seek excellence in all we do.

Sincerely,

Cé’%{'/Whe . M‘M@A" '

Executive Director

An Equal Opportunicy Employer

1500 West Market Street, Suite 300, Indianapolis, Indiana 46204-2509
Toll Free; (888) 286-3544 Website: www.in.gov/trf



Mission Statement

The Mission of the Indiana State Teachers’ Retirement Fund is to prudently manage the Fund in accordance with
fiduciary standards, provide quality benefits, and deliver a high level of service to its members, while
demonstrating responsibility to the citizens of the state.
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Statement of Fiduciary Net Assets

Year Ended June 30, 2007
-UNAUDITED-

Assets
Cash and Cash Equivalents

$ 1,302,951,460

Securities Lending Collateral

1,448,920,710

Receivables
Employer Contributions
Member Contributions
Interest and Dividends
Due from PERF
Securities Sold

29,246,347
38,053,905
32,567,033
2,098,572
619,425,900

Total Receivables

721,391,757

Investments at fair value:
Debt Securities
Equity Securities
Other

2,734,720,764
5,027,179,513
474,632,890

Total Investments

8,236,533,167

Furniture and Equipment, at cost(net of $177,481
of accumulated depreciation)

9,560

Total Assets

11,709,806,654

Liabilities

Accounts Payable

Accrued Wages Payable
Compensated Absences
Securities Lending Collateral
Payables for Securities Purchased

5,566,770
128,037
71,011
1,448,920,710
1,267,315,577

Total Current Liabilities

2,722,002,105
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Compensated Absences - Long-Term 60,491

Total Liabilities 2,722,062,596
Net Assets Held in Trust for Pension Benefits $ 8,987,744,058
- UNAUDITED -
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Statement of Changes in Fiduciary Net Assets

Year Ended June 30, 2007
-UNAUDITED-

Additions

Contributions
Member
Employer Contributions
Employer Contributions - Pension Stabilization

126,194,680
723,039,657
30,000,000

Total Contributions

879,234,337

Investments
Net Increase in Fair Value of Investments
Interest Income
Dividend Income
Securities Lending Income
Less Investment Expense
Investment Fees
Securities Lending Fees

952,100,481
200,435,363
93,943,883
77,859,483

(19,593,644)
(74,364,137)

Net Investment Income

1,230,381,429

Other Additions
Transfer from Public Employees Retirement Fund

3,840,644

Total Additions

2,113,456,410

Deductions

Annuity and Disability Benefits

Voluntary and Death Withdrawals

Administrative Expenses

Capital Projects

Depreciation Expense

Transfer from Public Employees Retirement Fund

897,676,227
12,901,454
6,044,784
455,719
21,052
36,947

Total Deductions

917,136,183
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Change in Net Assets Held in Trust for Pension Benefits 1,196,320,227

Net Assets - Beginning of Year 7,791,423,831

Net Assets - Ending of Year $ 8,987,744,058

- UNAUDITED -
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Administrative Expenses

Year Ended June 30, 2007
-UNAUDITED-

PERSONAL SERVICES:
TRUSTEES PER DIEMS
STAFF SALARIES
SOCIAL SECURITY
RETIREMENT
INSURANCE
TEMPORARY SERVICES

Total Personal Services

PROFESSIONAL & TECHNICAL SERVICES:

ACTUARIAL

DATA PROCESSING

HEALTH INSURANCE CONSULTANT
AUDIT

BENCHMARKING

LEGAL SERVICES

MEDICAL EXAMINATIONS

PENSION DEATH RECORD COMPARISON(PBI)
TOTAL PROFESSIONAL & TECHNICAL SERVICES

COMMUNICATION:
PRINTING
TELEPHONE
POSTAGE
TRAVEL
TOTAL COMMUNICATION
MISCELLANEOUS:
ADMINISTRATIVE LEGAL SERVICES
MEMBERSHIP & TRAINING
EQUIPMENT RENTAL
SUPPLIES
MAINTENANCE
BONDING
DEPRECIATION
OFFICE RENT
TOTAL MISCELLANEOUS

TOTAL ADMINISTRATIVE EXPENSES
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5,628
2,077,430
160,309
226,645
369,901
2,890

2,842,803

117,200
1,778,071
24,040
27,076
37,500
46,173

700
8,915

2,039,675

349,851
36,827
395,738
27,914

810,330

9,976
18,586
23,969
61,479
16,374

1,055
21,052

220,536

373,028

6,065,836




Investment Expenses

Year Ended June 30, 2007
-UNAUDITED-

SCHEDULE OF INVESTMENT EXPENSES FISCAL YEAR ENDED JUNE 30, 2007

Custodial
The Northern Trust Company
Total Custodial

Investment Consultant
Investment Benchmarking

Management

Fixed Income Managers
Alliance Capital Mgmt.
Reams Asset Mgmt.
Taplin, Canida, Habacht

Equity Managers
Barclays
Rhumbline
PIMCO
State Street
Alliance Capital Management
Fishers Investments
Earnest Partners, LLC
Institutional Capital Corp.
Barrow, Hanley

Enhanced Investment Technologies, Inc.

Holt-Smith & Yates Advisors
Gryphon International

Manning & Napier

Franklin

Aeltus

Wells

Bridgewater Associates

GMO

Brandywine Asset Management, Inc.
Portfolio Advisors, Inc.

Total Money Management Fees

$1,004,735.09
$1,453,867.00
$328,370.12

$133,336.14
$152,749.80
$1,452,631.01
$2,204,419.63
$1,212,042.33
$974,408.10
$334,221.96
$385,084.00
$267,242.00
$859,814.81
$77,605.00
$1,083,864.56
$318,093.51
$486,971.35
$1,191,884.47
$1,482,233.98
$1,068,027.47
$378,894.58
$798,845.02
$620,000.00

$100,000.00
$100,000.00

$458,596.93
$18,500.00
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TRF Investment Staff
Staff Salaries
Fringe Benefits

Investment Travel

Investment Management Software
Investment Transaction Fees
Administrative Investment Fees
Total Investment Fees

-UNAUDITED-
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$268,512.88
$85,909.20

$354,422.08

$13,420.80

$43,300.00

$245,233.48

$90,828.78

$19,593,644.00



Capital Projects

Year Ended June 30, 2007
-UNAUDITED-

New Retirement Information System

Imaging Backlog Project

Location of Members with Inactive Accounts
TOTAL CAPITAL PROJECTS

FISCAL YEAR 2007

LIFE TO DATE

TOTAL PROJECT

$ 421,478.54 $ 13,041,296.91 $ 13,462,775.45

$ 30,427.68 $ - $ 30,427.68

$ 3,812.38 $ - $ 3,812.38

$ 455,718.60 $ 13,041,296.91 $ 13,497,015.51
-UNAUDITED-
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Actuarial Reports
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INDIANA STATE TEACHERS' RETIREMENT FUND

Actuarial Summary

June 30, 2006 June 30, 2005 CHANGE
PRE- 96 FUND UNFUNDED ACCRUED LIABILITY $9,525,249,393  $8,457,422,909 $1,067,826,484
96 FUND UNFUNDED ACCRUED LIABILITY $153,633,774 $742,171,059 -$588,537,285
TOTAL ACTUARIAL LIABILITY $9,678,883,167  $9,199,593,968 $479,289,199

ACTUARIAL ANALYSIS OF CHANGE IN ACTUARIAL LIABILITY FROM PREVIOUS YEAR'S VALUATION:

PRE - 96 FUND:

During the year ended June 30, 2006, the Unfunded Actuarial Accrued Liability in the Pre-96 Plan Increased $1,067.8 million.
The increase resulted from multiple factors, including ( but not limited to) the lack of pre-funding, the ad-hoc COLA effective
January 1, 2007, the transfer of $715 million from the Pre-96 Fund to the 96 Fund, per HEA 1001, Section 235, and

increase of the assumed future ad-hoc COLA from 0.5% to 1.0%, to be compounded annually, that were not offset by the
current year's market gains. The dollar value of the total Actuarial Accrued Liabilities increased by $748,324,028, while the
corresponding Funding Value of Assets decreased by $319,502,456.

96 FUND:

During the year ended June 30, 2006, the Unfunded Actuarial Accrued Liability in the 96 Plan decreased $588.5 million.

The decrease resulted from transfer of $715 million from the Pre-96 Fund, per HEA 1001, Section 235. This was partially
offset by the increase of the assumed future ad-hoc COLA from .05% to 1.0%, to be compounded annually.

The dollar value of the total Actuarial Accrued Liabilities increased by $352,354,660, while the corresponding Funding Value
of Assets increased by $940,891,945.

Indiana State Teachers’ Retirement Fund
2007 Fiscal Operations Report
Page 16 of 80




Development of Assets and Liabilities
June 30, 2006

(MARKET VALUE BASIS)

Reserve Allocation

Pre-1996 Fund

1996 Fund

Total

Member Reserves:
Active and Inactive

$2,898,891,374

$ 602,050,592

$3,500,941,966

Retired 742,350,130 26,948,333 769,298,463
Total Member Reserves 3,641,241,504 628998 925 4,270,240,429
Employer Reserves:
Active 0 1,415,786,493 1,415,786,493
Retired
Pension Stabilization Fund 1.537,061,366 ] 1,537,061,366
Other 373,548,138 194,787,406 568,335,544
Total 1,910,609,504 194,787 406 2,105,396 910
Total Employer Reserves 1,910,609,504 1,610,573,899 3,521,183,403

Total Reserves

$5,551,851,008 $2,239,572,824

$7,791,423,832

ACTUARIAL ACCRUED LIABILITY: COMPUTED AND UNFUNDED

Pre-1996 Fund

1996 Fund

Total

Retired Members and Beneficiaries:
Computed Accrued Liability

Allocated Assets (market value)
Funding Value Adjustment

$ 6,238,115,.297

$ 282,637.891

$ 6,520,753,188

Unfunded Accrued Liability

Active and Inactive Members:
Computed Accrued Liability
Allocated Assets (market value)
Funding Value Adjustment

Unfunded Accrued Liability

ISTRF Total:

Computed Accrued Liability
Allocated Assets (market value)
Funding Value Adjustment

2,652,959,634 221,735,739 2,874,695,373

(35,661,951) (2,980.644) (38,642,595)
3,620,817.614 63,882,796 3,684,700,410
8,764,355,307 2,080,463,637 10,844,818,044
2,898.891,374 2,017,837,085 4916,728,459

(38.967,846) (27.124.426) (66,092,272)
5,904,431,779 89,750,978 5994,182,757

15,002,470,604
5,551,851,008
(74,629,797)

2,363,101,528
2,239,572,824
(30,105,070}

17,365,572,132
7,791,423,832
(104,734,867

Unfunded Accrued Liability

$ 9,525,249,393

$ 153,633,774

Indiana State Teachers’ Retirement Fund
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Pre-1996 Fund Balance Sheet
Summary Statement of Fund Resources and Liabilities
June 30, 2006

PRESENT RESOURCES AND EXPECTED FUTURE RESOURCES

Annuitics Pensions Total
M. Funding vahee of system assets
1. et pssets from Pund feancial statements 3,641,241 504 3 1.9010,0609 504 % 55518501008
2. Funding vakie adjstment (48,946, T59) {25,683 ,038) {74629 797)
3, Funding vale of assets 3,500 004 745 1, BE4. 976,460 54TI221.211
B, Acharial present vahe: of expecied future
employver comtributions
1. For normal costs L] 1,133.446,580 1133446580
2 For unfunded actuarial nccrued liabiliy 6958431 0518200062 9,525,249.303
3. Total 6,958,431 10651,737,551 | (658,695 Ha2
. Present vahe of expected fubare
member contributions SHLBASHID = 0 530865811
0, Total Present and Fuhure Resources $4.130,1 1 8087 $12.530,604,017 1,600, TRE 004
ACTUARIAL PRESENT VALUE OF EXPECTED FUTURE
BENEFIT PAYMENTS AND RESERVES
Annultbes e ns ions Total
A, To retred members and beneficiaries
1. Annual benefis § 739329048 I 5498785540 ¥ O6,158.1135,297
2. Reserve i 0 1]
1 Toak TIG320 545 5,440 THS G40 6,238 115,297
B. Tovested terminated members 33,774,561 157242315 Jal0le876
[ I present aclive members
l. Allccated to service rendered prior o 2656, 148057 S T47 189464 BA03338.431
valuation date
2. Alocated to service Bely to be rendered aller
valation date S30EGSRI0* L1335 446, 550 1664312401
3. Todtul 3,187,014,778 G, 880,636,054 10067 650,832
[ Total Actuarsal Presem Value of Expected Funee
Benefit Payvments and Reserves £4,130,118987 £12.536,654018 £16,0066,TA3 005

® Hased an 3% mandaiory member cosrrifanions
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1996 Fund Balance Sheet
Summary Statement of Fund Resources and Obligations
June 30, 2006

PRESENT RESOURCES AND EXPECTED FUTURE RESOURCES

Annuitics Pensions Total

A Funding, valee of system azsets

1. Mel assets from Fund linancial statements P 628998925 FLAI0573 890 12230 571 R34

2 Funding value adjustment (BAS55.204) (21649861} (0,105,070

3. Funding value of assets 620543716 1,588,924.008 2208467 754
B. Actuarial present value of expected future

employer contributions

1. For normal costs 0 1464208 375 1464 208,375

2, For unfunded actuarial acerued linbiliy 252600 153,381,174 153,633,774

3 Total 252600 1,617,589 549 1,617 842,144
C. Present value of expected future

mermber contributions AT A3 * 1] 670,202 938 *
¥ Total Present and Future Resources 31,290,000 254 £3,.206.513 587 144097 512841
ACTUARIAL PRESENT VALUE OF EXPECTED FUTURE
BENEFIT PAYMENTS AND RESERVES
Annuities Pensions Taotal

A. To retired members and benelciaries

1. Anmual benefiis ¥ 26838685 5 2557009 208 £ 2ELAITEM

2. Reserve 0 0 {l

3. Totals 20,838 GBS 255,790 206 282637801
B, To vested terminated members H6,018.471 27354676 93 373,147
C. To present active members

I, Alkcated 1o service rendered prior to X030 160 1,459 151,330 987,090,450

valuation date
2 Allocated o service likely to be rendered after
valuation date G700 038 * 1,464 208,175 2134411313

3. Total 1198, 142,095 2923359705 4.121,500.805
Ly, Tiaal Actuarzl Present Value of Expacied Fuiure

Benefit Payments 1,290,900 254 $3,206.513,587 4497 512,841

*® Based on 7% mandatory member cortrifdions,
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Investment Reports

Some information in this section of the 2007 Annual report is included courtesy of Callan Associates, Inc Investment
Measurement Service and are excerpts of the — Indiana State Teachers’ Retirement Fund Quarterly Review.

Callan Associates Inc. Disclaimer:

The following report was prepared by Callan Associates Inc. ("CAI") using information from sources that
include the following: fund trustee(s); fund custodian(s); investment manager(s); CAI computer software;
CAT investment manager and fund sponsor database; third party data vendors; and other outside sources
as directed by the client. CAI assumes no responsibility for the accuracy or completeness of the
information provided, or methodologies emploved, by any mnformation providers external to CATL
Beasonable care has been taken to assure the accuracy of the CAI database and computer software. In
preparing the following report. CAI has not reviewed the risks of individual security hoeldings or the
compliance/non-compliance of individual security holdings with investment policies and guidelines of a
fund sponsor, nor has it assumed any responsibility to do so. Copyright 2007 by Callan Associates Inc.
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Annuity Savings Account Investment Options Rates of Return

For the Fiscal Year Ending June 30

For the Fiscal Year Ending June 30

2007 2006 2005 2004 2003
S&P500 Index Fund 20.59% 8.59% 6.35% 18.99% 0.31%
Small Cap Equity Fund 20.02% 10.12% 10.07% 29.28% -1.33%
International Fund 30.69% 29.74% 14.06% 29.58% -7.15%
Bond Fund 7.35% 0.23% 7.16% 2.15% 13.85%
Guaranteed Fund 5.50% 6.00% 6.25% 6.75% 7.00%

*Results for S&P500 Index, Small Cap Equity and International are for 10/1/98 to 6/30/99.

RATES OF RETURN FOR EMPLOYER INVESTMENTS

EMPLOYER ASSET ALLOCATION

2007 2006 2005 2004 2003
Large Cap Equities 19.88% 8.72% 7.07% 19.07% 0.76%
Mid Cap Equities 13.50% 11.68% 16.61% 27.65% -5.10%
Small Cap Equities 20.57% 10.55% 11.55% 30.32% -0.76%
International Equities 30.73% 28.16% 14.28% 26.80% -8.23%
Fixed Income 7.35% 1.00% 6.84% 1.80% 12.17%
Real Estate 17.22%  -0.26% 0.00% 0.00% 0.00%
Private Equity 24.09% 23.11% 22.37% 7.28% 9.35%
Absolute Return 8.83% 6.19% n/a n/a n/a
COMPOSIT RETURN 18.17% 11.43% 8.64% 11.82% 6.17%

*Results for S&P500 Index, Small Cap Equity and International are for 10/1/98 to 6/30/99.

2007 2006 2005 2004 2003
Large Cap Equities 31.0% 31.0% 42.8% 49.2% 30.8%
Mid Cap Equities 4.4% 4.8% 4.8% 4.6% 4.0%
Small Cap Equities 10.3% 9.8% 9.6% 7.5% 8.1%
International Equities 21.2% 20.3% 19.6% 18.6% 13.9%
Fixed Income 20.8% 23.2% 21.5% 19.3% 42.7%
Real Estate 4.4% 3.4% 0% 0.00% 0.00%
Private Equity 3.7% 2.8% 1.7% 0.9% 0.5%
Absolute Return 4.2% 4.7% n/a n/a n/a
TOTAL 100.0% 100.0% 100.0% 100.0% 100.0%
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Callan Associates Inc.
Investment Measurement Service
Quarterly Review

Indiana State Teachers’ Retirement Fund
June 30, 2007

The following report was prepared by Callan Associates Inc. ("CAI") using information from sources that
include the following: fund trustee(s); fund custodian(s); investment manager(s); CAI computer software;
CAI investment manager and fund sponsor database; third party data vendors; and other outside sources
as directed by the client CAI assumes no responsibility for the accuracy or completeness of the
information provided, or methodologies emploved, by any information providers external to CAL
Reasconable care has been taken to assure the accuracy of the CAI database and computer software. In
preparing the following report. CAI has not reviewed the nsks of mndividual secunity holdings or the
compliance/non-compliance of individual secunity holdings with investment policies and gmdelines of a
fund sponsor, nor has it assumed any responsibility to do so. Copynight 2007 by Callan Associates Inc.
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Actual vs Target Asset Allocation

The top left chart shows the Fund’s asset allocation as of June 30, 2007. The top
night chart shows the Fund's target asset allocation as cutlined in the investment policy
statement. The bottom chart ranks the fund’'s asset allocation and the target allocation
wversus the CAT Public Fund Sponsor Database.

Actual Asser Allocation Target Asset Allocation

Dom L,arg_el;;ap Equity Dom Largs Cap Equity
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R.eah'E:state Dom Mid Cap Eq. RealSE:mte "
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Domestic Fixed-Intome 1,145 2000% 0.8% 44
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Alternative Invst. 203 10.0% (6.3%e) (343]
Eeal Eatate _ 242 8.0% (3.6%%] (198}
Total 5,501 100.0%:
Aszet Class Weights vs CATI Public Fund Sponsor Database
T
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Eoane
s i (B3] [a
= °
5e 747 i 1 B AT (37T -
0% 4 (69 ¢ JE (7 a
10% o -
46) |
. = = = | ==
o Domestic Domestic or Real International Tutl Alternative
EBroad Eq Fired-Income Term-Cash Estate Equity Fixed-Inc
10th Percentils 3647 3683 548 1124 25.460 11.33 1142
25th Percentile 4910 3125 212 284 1140 7.23 Q.08
. Medizn 4295 2226 078 143 1922 4.63 G.06
Tith Perceniils 3723 19459 020 488 16.00 La8 403
90th Percentile 29,64 1627 0.06 365 1221 Log 1.76
Fond @& 4568 20.81 - 24l 21.1% - 793
Targe: & 3500 20.00 - B.00 20,00 - 17.00
%% Groap Investad 05 495, 95405, 45.90% 43 58% AT91% 30.08% 24.25%

* Current Quarter Target = 24.5% S&P 300, 20.0% MSCIEAFE Index, 20.0% LB Agg, 10.0%: Dow Jopes Wilshize 30040, 8.0% NCREIF Tetal [ndex, 7.0%
Pausszll 2000, 7.0% 90 Day T-Bill = 5 % and 3.5% S&P Mid Cap 400.

Indiama State Teachers' Retirement Fund (Employer Aszats)

The above information included courtesy of Callan Associates, Inc Investment Measurement Service — Indiana State

Teachers’ Retirement Fund Quarterly Review.
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Investment Manager Asset Allocation

The table below contrasts the distribution of assets across the Fund’'s investment
managers as of June 30, 2007 with the distribution as of March 31, 2007

Asset Distribution Across Invesiment Managers

June 30, 2007

March 31, 2007

Market Value Percent Market Value Percent

Emplover Assets $5.501.174,931 61.78% $5.254,901,326 61.12%
Domestic Large Cap Equity 1,705, 867,500 19.16% 1.616,980.384 18.81%
Domestic Mid Cap Equity 242 723,100 2.73% 230300711 2.68%
Domestic Small Cap Equity 264,258,716 6.34% 527,030,522 6.14%
International Equity 1,165,314, 800 13.00% 1.077.160 440 12.53%
Domestic Fixed-Income 1,144 567 430 12 .85% 1.247 766 269 14 51%
Absolute Return 230,883,568 2.500% 224,100,002 2.61%
Alternative Investment 205,212,610 2.30% 173,123,330 2.01%
Eeal Estate 242347171 2.72% 157,431,560 1.83%
Emplovee Assets £3.403,188.857  38.22% $3.342,326,135  38.88%
Domestic Large Cap Equity 708,639 317 7.96% 084,151,726 7.96%
Domestic Small Cap Equirty 300478026 4 40%, 370,634 305 4 42%,
International Equity 224 810574 2.52% 202,180,003 2.35%
Domestic Fizxed-Income 2.070.240,040 2325 2076350021 24.15%
Total Fund $8.004.363,788 100.0% 5$8,507,227 461 100.0%

Indiana State Teachers' Betrement Fund

—

The above information included courtesy of Callan Associates, Inc Investment Measurement Service — Indiana State
Teachers’ Retirement Fund Quarterly Review.
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Investment Manager Asset Allocation .
The table below contrasts the distribution of assets across the Fund’s investment
managers as of June 30, 2007, with the distribution as of June 30, 2006.
Asset Distribution Across Investment Managers
June 30, 2007 June 30, 2006
Market Value  Percent Market Value Percent
Domestic Equity §3 620,957 568 40.67% 33,051,203, 233 39.44%
Large Cap Equity §2,414,516,824 17.11% $2,033,903,611 16.19%
Pazsive
B (Equity Index) 814,117,545 014% 596,011,313 2.00%
Rlumbline 471,702,028 5.30% 301413459 5.08%
BGI (Russall 3000) - - 12,054 0.00%
Enhanced
BIMCD 684,967 083 768 564,745 524 T30%
Growth
INTECH 202,023,260 11T% 124,878,714 1.61%
H-5&T - - 56,992,934 074
Value
Earnast 730,825 0.06% 71,4465, E-IIIJ 0847
ICAP 548,083 0.88% 0.83%
Barmow Hanley 77,424,122 08T 0822
Mid Cap Equity $242,713. 100 1.73% $114,307,233 1778
Core
Franklin Associates 142,723,100 173% 214,307,233 1TT%
Small Cap Equity $963737,642 10.82% $303,082 439 10.38%
Growth
Agltus Capital Managemsant 150,774,122 181% 208,388 281 2T71%
Wells 156,574,387 1BE% 204,458,738 164%
Value
BGIRIOVL I 120,496,039 148% 188,503,881 145%
Brandywine Capital Mgnat 135,802,084 1.65% 198,521,537 2.38%
International Equity §1,390,115 383 15.61% $1,068,471,739 13.51%
Alliance Cxpital Memt 103,838 0002
Eank of Ireland - 0.00%
Alliance Bamstein 153,990 422 2.52%
Fusher 183,962,088 1.88%
Gryphon 138,361,745 130%
Manning & Wapier 54,313,653 0.61% 4II' 189, :--IIIJ 0.52%
Suate Sirest 639,371,334 T4Ll% 504,604,941 6.52%
Domestic Fized Inc nme £3214.807 479 36.10%
Alliance Capital Memt 1.436,063 482 16.13%
Feams &sset Management 1.444 261,505 16.12%
Taplin, Canida & Habacht 321,756,418 R
Cash Flow Account 11,726,074 0.13%
Absolute Return $230,883 F68 1.50%%
Eridgewater 109,580,767 1.23%
MO 121,302,801 1.36%
Real Estate 52 11:34'.’.1'.'1 1.71% §152,535, 687
TA Associate 31,138,578 0.35% 30,80<.070
TA A ] :-I:III- 0 -II 0.08% -
RREEF 1.61% 121,731,617
PREEF Global "U 'JIJEI K 0.67% -
Alternative Investment 5205111 619 1.30% $117.170,031 L64%
Porifolio Advisors 201,178,989 1.26% 127,170,031 1.64%
Credit Suizse 4,033,620 0.05% - -
Total Fund 58,904, 363,788 100.0% 37.736,407,076 100.0%
Indiana State Teachers' Rettrement Fund

The above information included courtesy of Callan Associates, Inc Investment Measurement Service — Indiana State
Teachers’ Retirement Fund Quarterly Review.
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Cumulative Performance Relative to Target

The first chart below illustrates the cumulative performance of the Total Fund
relative to the cumulative performance of the Fund’s Target Asset Mix The Target Mix is
assumed to be rebalanced each quarter with no transaction costs. The difference between
the Total Fund return and the Target Mix return is explained by the performance attribution
on the next page. The second chart below shows the return and the risk of the Total Fund
and the Target Mix, confrasted with the refurns and risks of the funds in the CAIT Public
Fund Sponser Database.
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Trangles represent membership of the CAI Public Fund Sponsor Database

arter Target =24 5% S&P 500, 20.0% M3CI EAFE Index, 2007 /8 Agz. 10.0% Dow Jones Wilshire 3000, 8.0% NCREIF Total [ndex, 7.0%
7.0% 90 Day T-Bill = 5 % and 3.5% 3&P Mid Cap £00.

Indiana State Teachers” Retrement Fund (Employer Assats)

The above information included courtesy of Callan Associates, Inc Investment Measurement Service — Indiana State

Teachers’ Retirement Fund Quarterly Review.
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Total Fund Ranking

The first two charts show the ranking of the Total Fund’s performance relative to
that of the CAI Public Fund Spensor Database for periods ended June 30, 2007. The first
chart 15 a standard unadjusted ranking. In the second chart each fund in the database is
adjusted to have the same historical asset allocation as that of the Total Fund.

CAT Public Fund Sponsor Database

i
18% - *] (%)
1|4
16%:
] (£
2y 4% (4T A
z 55 o
e 12% 1 o 9| ol
nos |
8%
G Last Year Last 2 Years Last 3 Years Last 5 Yea
L0k Percentile 18. 15.76 1220 13.05
15tk Percentile 18. 15.02 1354 1232
_ Madian 17.17 131.81 2.57 11.49
751h Percentile 15 1166 11.28 10.55
&0k Percentile 14, 10.5% 231 .02
Total Fund & 18.17 1475 1259 11.64
Policy Target & 1751 14.03 1233 11.51
Asset Allocation Adjusted Ranking
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18% | . L [
|3'.‘] FY
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X 14% (78] e
1 (k]
12% STk .
(53} e o
075
8% Last Year Last 2 Years Last 3 Years Last 5 Years
1041 1579 1384 12.81
18.22 15.07 13.19 12.00
17.71 1443 12.69 11.58
Tith Percentile 1716 14.07 1218 11404
20k Percentile 1643 1336 11.83 10.68
Total Fund @ 18.17 14.73 1239 11.64
Policy Target & 1751 14.03 1233 11.51

* Curzent Quarter Target = 24.5% S&P 300, 20.0%: M5C1 EAFE Index, 20.0% L/B Apz. 10.0% Dow Jones Wilshire 3000, 8.0% NCEEIF Tetal [ndex, 7.0%
Blussell 2000, 7.0% 90 Day T-Bill = 5 %z and 3.3% 5&P Mid Cap £00.

Indiana State Teachers' Retirement Fund (Employer Assets)

The above information included courtesy of Callan Associates, Inc Investment Measurement Service — Indiana State

Teachers’ Retirement Fund Quarterly Review.
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TOTAL DOMESTIC EQUITY m
PERIOD ENDED JUNE 30, 2007
" Investment Philosophy
r The Total Equity Database is 2 broad collection of actively managed separate account domestic equity products.
Equity funds concentrate their investments in commen stocks and convertible secusities. Funds included maintain
well-diversified portfolios.
Quarterly Summary and Highlights
e Total Domestic Equity’s portfolio posted a 6.08% return for the quarter placing it in the 59 percentile of the
CAT Total Domestic Eqmty Database group for the quarter and in the 53 percentile for the last year.
® Total Domestic Equity’s portfolio underperformed the S&P Super Composite 1300 by 0.12% for the gquarter
and underperformed the S&P Super Composite 1500 for the vear by 0.46%.
Performance vs CAI Total Domestic Equity Database
30%
25% 4
20%: (480 L w]i53)
15% 4 (6674 L [GEN
R 58)) .
(720 | L ] [ an sl
10%% 4 -
™ )
- 3)
(56) r—w 59 ol
5%
0% Last Last Last 2 Last 5 Last 8-2/4
Quarter Year Years Years Years
10th Percentile 032 2537 20.90 18.05 17.82
25th Percentile 7.68 2242 18.23 1580 5.02
Median 6.41 20,10 15.82 1347 1128
75th Percentile 3.34 1693 13.77 11.33 185
90tk Percentile 4.23 1204 11.42 2.4 6.26
Total
Domestic Equity @ 6.03 19.76 14.42 1241 11.65 &.98
S&P Super
Composite 1500 & 6.20 2022 14.59 12.08 11.14 .06
CAT Total Domestic Equity Database
Relative Return vs S&P Super Composite 1500 Annualized Five Year Risk vs Return
2% 35%a
305 4
o 1584 4
Z £ 20% 1
=4 5
; 0:3 15% - I Total Diowaestic E:u.i.n'l
E L% ‘--] 5P Super Composite 1500 ]
-\:a .
b 0L B O 4 T T T T T T
98 1900 2000 2001 2002 2005 2004 2005 2006 O7 5 10 15 20 25 30 33 20
Standard Deviation
| [l Total Domestic Equity |
Indizna State Teackers” Retirement Fund

The above information included courtesy of Callan Associates, Inc Investment Measurement Service — Indiana State
Teachers’ Retirement Fund Quarterly Review.
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TOTAL FIXED-INCOME

PERIOD ENDED JUNE 34, 2007
| Investment Philosophy
The Total Fized-Income Database 13 & broad collection of separate account domestic fixed-mcome products.
Fixed-Income fimds concentrate their mmvestments in bonds, preferred stocks, and money market securities.

Quarterly Summary and Highlights
* Total Fixed-Income’s portfolic posted a (0.28)% return for the quarter placing it in the 37 percentile of the CAI
Total Domestic Fixed-Inc Database group for the quarter and in the 19 percentile for the last year.
* Total Fixed-Income’s portfolio outperformed the /B Agg by 0.24% for the gquarter and outperformed the L'B
Agg for the year by 1.06%.

Performance vs CAI Total Domestic Fixed-Inc Database
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LBArz a 612 448 G601 .02
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Indiana State Teachers’ Betirement Fund

The above information included courtesy of Callan Associates, Inc Investment Measurement Service — Indiana State

Teachers’ Retirement Fund Quarterly Review.
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Investment Manager Returns
The table below details the rates of return for the Sponsor’s investment managers
over various time periods ended Tune 30, 2007. Negative returns are shown in red, positive
returns in black. Returns for one vear or greater are annualized. The first set of returns for
each asset class represents the composite returns for all the fund’s accounts for that asset
class.
Returns for Periods Ended June 30, 2007
Market Last Last Last
Value Ending Last Last 3 5 8-3/14
S(Dollars) Weight OQuarter Year Years Years Years
Domestic Equity 3,620,037 568 10.67% 6030 19.76% 12.41% 11 655 5985,
Large Cap Equity $2,414,526,326 27.120% £.06% 20.09% 11.51% 10.59% 6.49%
Passive 51,255.829.573 14.44% .26 12.02% 10.928 -
BGI (Eguity Index) 127,543 9.14% 6.27% 11.69% 0.72% £.15%
Bhumblne Advisors il 28 5.30% 12t L1.70% 10.75% -
Standard & Poar's 500 - - §.28% 20.59% 11.68% 10.71% 6.24%
Enhanced 3684967983 T 6.11% 11.44% 12.04% 11.41% -
PIMCO 684.947,083 7.69% 5.11% 11.44% 12.04% 11.41% 6.18%
Standard & Poor's 500 - - 5.28% 20.59% 11.68% 10.71% 6.24%
Growil §202,015,260 127 3400 11.63% 6.54% 3048 -
INTECH 202.025.260 237% 3.40% 12.50% 821% 11.26% -
2&F 500 Growth - - 5.63% 19.37% 831% B.57% 3.59%
Value 0 2.1 7.12% 21.46% 14.39% 12.18% -
Earmest 3 0.96% 7.66% 18.80% 16.45% 14.83% -
ICAD 3 0.88% 6.90% 1183% 16.56% 12 50% -
Barmvw Hanlzy 77.424,122 0.87% 5.76% 1315% - -
S&P 500 Value - - 5.05% 1L.77% 15.09% 12.84%
Mid Cap Equity §242,723,100 1730 5.400 13.50% 13.01% 12.368 -
Framklim Pertfolio Assoc. 242723100 173% 5.40% 1350% 1381% 14.07% -
285 400 Mid Cap - - 5.84% 18.51% 15.15% 14.17% 14.32%
Small Cap Equity $063,737,642 10.82% 6310 20570 14.16% 13 9885 15 648
Growih 57000 3830 1334% 14.43% 13 5084 -
Aelms Capital Management 28X T89% 20.48% 13.78% 12.62% L
Wells 236,574,307 2.88% 9.77% 16.29% - - -
Russell 2000 Growts - - 6.69% 16.83% 11.75% 13 08% 7.64%
Value $456,330,013 51304 3500 17.64% 12.621% 13.358 -
BGIRI000VL ] 210.396.030 2.48% 138% 16.40% - - -
Brapdywins Asset Management 135891934 285% 2. T6% 18.81% 14.72% 14.36% 14.85%
Russall 2000 Value - - 230% 16.05% 15.02% 14 62% 14.19%
International Equity 1561 % 2770 4.11% 17.40% 10.66%
Allance Capital Management 000% - - - -
Alliance Bernstein 285 9.48% - - -
Fis 2407% 9.71% - - -
Gryphon 2.68% 2.26% - - -
Mamning & MNapier 0.61% §.89% - - -
State Streat T4l% 8.58% - - -
International Benchmark* - - §42% 1384% 18.65% 1047
Alternative Investment §205212,619 2.30% 9.58% 24.09% 23.19% 17.01% -
Portfolio Advisars 201,173,908 226% 9.53% 24.09% 1319% 17.01% -
Credit Suisza 4033 820 0.05% - - - - -
Post Venmrs Cap Index - - 9.17% 20.69% 10.78% 16.61% 517%
Composite Fund 58,904,363 755 100,000 4150 15.05% 10.01% 10128 7678
*Intemational Benchmark 15 MSCI EAFE through June 30, 2005 and MSCI ACWI ex US thereafter.
Indiana State Teachers' Retirement Fund

The above information included courtesy of Callan Associates, Inc Investment Measurement Service — Indiana State

Teachers’ Retirement Fund Quarterly Review.
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Investment Manager Returns
The table below details the rates of return for the Sponsor’s investment managers
wer various fime periods ended Tune 30, 2007. Negative refurns are shown in red. positive
refurns 1n black. Returns for one vear or greater are annualized. The first set of refumns for
each asset class represents the composite returns for all the fund’s accounts for that asset

class.
Returns for Periods Ended June 30, 2007
Market Last Last Last
Value Ending Last Last 2 3 :
S(Dollars) Weight Quarter  Year Years Years

Domestic Fized-Income 53,214 807 479 36.10%% (0.28%) T19% 3.78% 4.T0Ey

Alliance Capital Mzmt 1,436,063 452 16.13% & B9 3368% 4.45%
Feams Azset Management 1622% 40% 385% 4872
Taplm. Canida & Habacht 3.6T% §.05% 355% 4.15%

Lehmar Brother: Agg - - 6.12% 2.60% 38E%

Absolute Return $2230,833 568 8.83% -
Bridgewater 109 580,747 282% -
GMO 121,302,801 14.80% -

Feal Estate 3242347171 13570 17.21% -

3 31.139.578 1.38% 1382% -

7.500,000 - - -

143,707,593 17.01% 1B.05% -

£0.000,000 -
Cash Flow Account 11,726,074 0.13% 1.32% 1045% 10.53% 10.47% 817%
Treasury Bills - - 1.28% 531% 4.59% 3TN 3074
Composite Fund 58,904 363 788 100.00% 415% 1505% 12.06% 10.91%; 11.13%
Standard & Poer’s 300 - - 5.28% 20.59% 14.45% 11 68% 1340%
Domestdc Equity Damabase - - §.61% 13.85% 16.00% 13.84% 16.60%
Domestc Fixed Database - - (0.11%) §.62% 3T73% 4.68% jeE%

Indiana State Teachers' Fetrement Fund

The above information included courtesy of Callan Associates, Inc Investment Measurement Service — Indiana State

Teachers’ Retirement Fund Quarterly Review.
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Investment Manager Returns
The table below details the rates of refurn for the Sponsor’s mvestment managers
over various time periods ended June 30, 2007, Negative returns are shown in red, positive
returns in black. Returns for one year or greater are annualized. The first set of returns for
each asset class represents the composite returns for all the fund’s accounts for that asset
class.

Eeturns for Periods Ended June 30, 2007

Indiana State Teachers' Betrement Fund

Market Last Last Last Last Last
Value Ending 5 7 10 12 15

S(Dollars) Weight Years Years Years Years Years

Domestic Fized-Income 53,114 807 470 J6.10%% 5.61% G.46% G.38% G408y 6.71%

Alliance Capital Memt 14.13% 5.55% 6.60% 6.67% G.67% T38%
Feams Asset Mgmt 16.21% 5.63% 6.29% 6.63% 6.74% -
Taplin, Canida & Habacht 362% §.00% 6.78% §.45% d.44% -

Lehman Brother: Azgrezate - 2 48% 601 % 6.02% d11% 6.38%

Cash Flow Account 11,726,074 013% T83% &.77% 623% §.17% 3.80%

Treasury Bills - - 2.76% 318% 380% 4.05% 4.04%

Composite Fond 58,904 363 738 100004 10.11% 6.85% 8074 T84 T.34%

Lehman Brothers Azgrezate 248% 6.01% 6.02% dl1% 6.38%

Total Fixed-Income Database 535% d24% d13% §31% 6.61%

Core Bond Fried-Inc. 24.78% g.17% 6.12% 6.23% 6.56%

The above information included courtesy of Callan Associates, Inc Investment Measurement Service — Indiana State
Teachers’ Retirement Fund Quarterly Review.
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Investment Benchmarks

Information in this section of the 2007 Annual report is included courtesy of CEM Benchmarking, Inc., and
are excerpts of the Defined Benefit Investment Cost Effectiveness Analysis Report (for the 5 years ending
December 31, 2006).

CEM Benchmarking Disclaimer:

Prepared July 23, 2007 by:

CEM Benchmarking Inc.
What gets measured gets managed
80 Richmond Street West, Suite 1300, Toronto, ON MSH 244

Tel: 416-369-0568 Fax: 416-369-0879
www.cembenchmarking.com

Caopyright 2007 by CEM Benchmarking fnc. ('CEM7). Alhough the information in this report has besn based upon

and cbtsined from sources we believe to be reliabls, CEM does not guaranies its accuracy or completeness. The information
contained herein is propristary and confidential and may not be disclosed to third parties without the express written mutual
consent of beth CEM and Indiana Siate Teachers' Retirement Fund
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Defined Benefit Investment
Cost Effectiveness Analysis

{for the 5 years ending December 31, 2006)

Indiana State Teachers' Retirement Fund

Prepared July 23, 2007 by:

CEM Benchmarkm Inc.

What gets measured gets m nagad

80 Richmond Street West, Suite 1300, Toronto, ON MEH 244

Tel: 416-369-0563 Fax: 416-369-0879
www.cembenchmarking.com

Copyright 2007 by CEM Benchmarking Ine. ('CEM'). Although the infarmation in this repart has been based upon

and chiained from sources we believe to be reliable. CEM doss not guarantze its aceuracy or completeness. The information
cantained herein is proprietary and confidential and may not be disclased to third parties without the express whtten mutual
consent of both CEM and Indiana State Teachers’ Retirement Fund.
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Benchmarking Report

Indiana State Teachers’ Retirement Fund

This benchmarking report compares your cost and return
performance to CEM's extensive pension database.

+ 125 U.S. pension funds participate. They

represent 30% of U.3. defined benefit assets. Participating Assets
The median U.S. fund had assets of $6.2 hillion,
while the average U.S. fund had assets of $17.1 4.3 7@ Australia
billic-n._ Total participating U.S. assets were 4.0 1| Europe -
$2.1 trillion. .
35 H United States =
- 94 Canadian funds participate representing "~ | [mCanada

70% of Canadian defined benefit assets.

+ 17 European funds participate with aggregate
assets of €690 billion. Included are funds from
The Netherlands, Norway, Sweden, Finland,
France and Ireland.

Assets (trillions)

* 4 Australian funds participate with aggregate
assets of A$75.2 billion.

The most meaningful comparisons for your
returns and value added are to the U.S.
Universe.

'93 '94 '95 '96 97 '98 '99 '00 '01 '02 '03 '04 '05 ‘06

@ 2007 CEM Benchmarking Inc.
Executive Summary - 1 -
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Custom Peer Group Comparisons for Cost Performance

The most valuable comparisons for cost performance are
to your custom peer group because size impacts costs.

Custom Peer Group for
Indiana State Teachers' Retirement Fund

- 21 sponsors from $3.8 billion to $7.5 billion
» Median size $5.2 billion versus your $5.2 billion

8.0
7.0 - -
6.0 -
5.0 A B
404 S
3.0
2.0 -
1.0 -
0.0

In order to preserve client confidentiality, we do not disclose your peers' names in this document
because of the Freedom of Information Act.

& 2007 CEM Benchmarking Inc.
Executive Summary - 2 -
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Measuring and Comparing the Right Things

Indiana State Teachers' Retirement Fund

What gets measured gets managed, so it is critical that
you measure and compare the right things:

1. Policy Return How did the impact of your policy asset mix decision
compare to other funds?
2. Implementation Are your implementation decisions (i.e., mostly active
Value Added management) adding value?
3-_ Implementation How much risk was taken to obtain your Implementation
Risk Value Added?
4. Costs Are your costs reasonable?
Costs matter and can be managed.
5. COS_t Net Implementation Value Added versus Excess Cost.
ElsEaizi=s Does paying more get you more?

© 2007 CEM Benchmarking Inc.
Executive Summary - 3 -
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US Total Returns — Quartile Rankings

Indiana State Teachers' Retirement Fund

Total Returns, by themselves, are the wrong measure to
compare and focus on.

Total Returns do not tell you the reasons behind
_ U.S. Total Returns
good or bad relative performance. _ .
- quartile rankings
: - 30%
Therefore, we separate Total Return into its more ? Legend
meaningful components - Policy Return and 250, 4 i
Implementation Value Added. E ::G -
20% + o1
Your 5-yr. minimum
Total Fund Return 9.0% 15% T — pesraE
Policy Return 9.4% o @ your value
Implementation Value Added -0.4% 10% T
i 5% +
This approach enables you to understand the
contribution from both policy asset mix decisions 0% L
(which tend to be the Board's responsibility) and
implementation decisions (which tend to be 5% &+
management's responsibility).
-10% + %
-15% +
-20% f f f : f f
20086 2005 2004 2003 2002 B-yr.

& 2007 CEM Benchmarking Inc.
Executive Summary - 4 -
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5-Year Policy Returns

Indiana State Teachers' Retirement Fund

Your 5-year Policy Return of 9.4% was above
the U.S. median of 9.1%.

Your Policy Return is the return you could have earned
passively by indexing your investments according to
your investment policy asset mix.

U.S. Policy Returns
- quartile rankings

30%

Having a higher or lower relative Policy Return is not 259,
necessarily good or bad. This is because your policy
return reflects your investment policy, which should 20%
reflect your:
15%
+ Long term capital market expectations 10%
+ Liabilities
« Appetite for risk 5%
Each of these three factors is different across funds. 0%
Therefore, it is not surprising that Policy Returns often
vary widely between funds. -5%
The median 5-year Policy Return of your Peers -10%
was 8.7%. 15%
-20%

2006 2005 2004 2003 2002 Syr.

& 2007 CEM Benchmarking Inc.
Executive Summary - 5 -
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5-Year Policy Return Differential

Indiana State Teachers' Retirement Fund

1. Why does your - 1
Poliey Return difer from Your 5-year Policy Return was above the U.S.
the average? median primarily because of:
5-year Average Policy Asset Mix
» The positive impact of your slightly higher Your Peer us
weights in four of the best performing asset Asset Class Fund Avg Avg
classes of the past 5 years: Small Cap Stock, Large Cap, Broad Mkt US 30% 41% 39%
EAFE and Global Stock, Real Estate & REITS Small Cap Stock 11% 4% 5%
and Private Equity. EAFE and Global Stock 17% 15% 15%
Emerging Mkt Stock 0% 1% 1%
« The positive impact of your lower weight in one Total Stock 58% 61% 60%
of the poorer performing asset classes of the
past 5 years: Large Cap & Broad Mkt U.S. Fixed Income Broad Mkt 30% 25% 26%
Stock. Fixed Income Other 0% 4% 4%
Cash 0% 1% 1%
The above positives were partly offset by your Total Fixed Income 30% 30% 30%
higher weight in the poorest performing asset
class of the past 5-years: Fixed Income Broad Real Estate & REITS 6% 5% 5%
Market (your 30% weight vs a U.S. average of Hedge Funds 0% 1% 1%
26%). Private Equity 6% 2% 3%
Total 100%  100% 100%

* Your 3% S5-yr-avg weight for TAA is included with US Stocks

© 2007 CEM Benchmarking Inc.
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Implementation Value Added

Indiana State Teachers' Retirement Fund

2. Implementation

Sl Implementation Value Added is the component

of your Total Return from active management. Your
5-yr Implementation Value Added was -0.4%.

* Your -0.4% compares to a 5-yr U.S. median of 0.7% .
and a peer mediaﬁ of 0.4%. Y U.S. Implementation Value
Added - quartile rankings
« Implementation value added equals your actual return 10%
minus your policy return. Implementation value added
can be further broken down into value added from
"In-Category"” decisions (i.e_, actual returns in each 50, 1
asset category minus benchmarks) and value added
from "Mix" (i.e_, value added resulting from differences
between your actual versus your policy asset mix). —
0% + E
Actual Policy Implementaticn Value Added
Year Return| Return| Total [In-Category  Mix
2006 | 14.7%| 14.7%| 0.0% 1.6% -1.6% Legend
2005 7T6%| 64%| 12% 14% -02% 5% + masimum
2004 | 11.5%| 12.7%| -1.2% -02%  -1.0% Qs
2003 | 216%)| 23.5%| -19% -1.5% 04% median
2002 -8.0%| -7.7%| -0.3% -1.6% 1.4% a1
5-yr. 90%| 94%)]| -04% 01% 03% -10% + minimum
— peer avg
[ vour value
-15% } : } : : :
2006 2005 2004 2003 2002 S-yr.
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Implementation Value Added (In Category by Asset Class)

Indiana State Teachers’ Retirement Fund

S You had positive 5-year In-Category Value Added in
- In-Category by Asset Fixed Income
Class
Your u.s.
5-year-average In-Category Value Added 5-year-average In-Category Value Added
by Major Asset Class by Major Asset Class
2.0% 20%

® Fixed kS 9 i

- 1.0% - Real 2 1.0% A Fixed

3 Foreign Income Estate 2 US Stock Income

s US Stock Stock ¥ o oo

:—:u 0.0% S 00% Foreign Real i
s % S Stock Estat

> % - N state

S -1.0% A % £ -1.0% -

2 Hedge Funds / g Hedge Funds & Private
4+ & Private // = ity

Q 2 0% - % & -2.0% A Equity

_E -2.0% A Equity b% z -

m e

£ 3.0% - % a; -3.0% -

W % -

-4.0% 7 -4.0%
0% 25% 50% 75% 100 0 25% E0% 75% 100
Policy Weight (represented by barwidth) Palicy Weight (represented by barwidth)

* Comparisons of value added for 'Hedge Funds & Private Equity' must be interpreted with caution because the types of investments and
benchmarks can be extremely varied.

In-Category Value Added equals Policy Weights X Value Added within each Asset Category. It does not include Mix Value Added which is caused by
difference between your actual holdings versus your policy asset mix.
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Implementation Risk

Indiana State Teachers' Retirement Fund

3. Implementation
Risk

"Implementation Risk” is the risk of active
management. CEM defines Implementation
Risk as the standard deviation of your Net
Implementation Value Added.

MNet Implementation Value Added equals gross
Implementation Value Added minus asset
management costs. Your 5-year Net
Implementation Value Added was -0.7%
(-0.49% gross minus 0.3% costs).

There was a slight pasitive relationship
between Implementation Risk and Value
Added over the past 5 years. On average,
funds that took more Implementation Risk
eamed more Implementation Value Added.

Your 5-yr Information Ratio was -0.6.
This compares to the peer median of
0.0 and the U.S. median of 0.3. Itis a
measure of the return per unit of risk.

Your 5-yr Implementation Risk of 1.1% was slightly
below the U.S. median of 1.3%.

4 0%

3.0%

2.0%

0.0%

Net Implementation VA

-1.0%

-2.0%

5-yr Net Implementation Value
Added vs Implementation Risk
@ Global
O
@& Peers
o 3 aur
A Perfectly
matched
o
0]
S o
T T
o
0% 1% 2% 3% 4% 5% 6%
Implementation Risk (Std. Dev. of Implementation VA)

© 2007 CEM Benchmarking Inc.
Executive Summary - 9 -

Indiana State Teachers’ Retirement Fund
2007 Fiscal Operations Report
Page 43 of 80




Total Costs

Indiana State Teachers' Retirement Fund

Your asset management costs (including Oversight)
in 2006 were $22.2 million or 46.6 basis points.

« CEM collects investment costs by major [Your Investment Management Costs ($000s)
asset classes and 4 different Internal External
implementation styles. Active: Active:
Base Perform
* Oversight, Custodial & Other cost Passive  Active| Passive Fees Fees Total
includes all costs associated with the US Stock - Large Cap 159 1,869 446| 2,474
oversight and administration of the US Stock - Small Cap 3,076 3,078
investment operation, regardless of how |Stock - EAFE 4,750 4,750
these costs are paid. Costs pertaining to |Fxed Income - US 945 945
benefit administration, such as preparing REITs 1,607 1,607
checks for retirees, are specifically ?:3' Estate ex-REITs 5 13; ) 13;
excluded. Venture Capital/LBO - Fund of Funds (incl. underiying fees) 6.250 6.250
N . . . Total Investment Management Costs* 45 1bp| 21,496]
Due to practical constraints, CEM's
methodology does not include Your Oversight, Custodial and Other Asset Related Costs ($000s)
performance fees for Real Estate, Hedge |Oversight of the Fund 350
Funds and Private Equity in the total cost |Trustee & Custodial 61
for benchmarking purposes. However, Consulting and Performance Measurement 275
performance fees are included for the gﬁgit -
i er

public market asset classes. Total Oversight, Custodial & Other Costs T5bp 722

[Total Asset Management Costs in $000s 46.6bp] 22218
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Costs History

Indiana State Teachers' Retirement Fund

(Histon) > Over the last 2 years, your operating costs have

increased sharply.

The primary reason why your costs have
increased is that your have increased your
holdings of the following higher cost asset
classes: TAA, Private Equity and Real Estate.

50bp

45bp

40bp -

Cost in basis points

Your Annual Operating Costs

35bp

30bp +
25bp -
20bp 4
15bp
10bp A
Sbp
Obp - -

2002 2003 2004 2005 2006

| Oversight 29 14 1.6 1.7 1.5
W Inv. Mgmt 19.7 18.9 17.7 32.0 451
Total Cost 226 20.3 19.4 33.7 46.6
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Costs - High or Low? - Benchmark Cost Analysis

Indiana State Teachers' Retirement Fund

Are e high or Benchmark Cost analysis suggests that your
low? fund was low cost by -1.4 basis points.

To assess your.cost performance, we in $000's  basis points
start by calculating your Benchmark Your Fund's Actual Cost 22218 46.6 bp
Cost. Your Benchmark Costis an .

estimate of what your cost would be Your Fund's Benchmark Cost 22,872 47.9 bp
given your asset mix and the median Your Fund's Excess Cost -654 -1.4 bp
costs that your peers pay for similar

services.

Your Actual Cost of 46.6 bp was slightly lower
than your Benchmark Cost of 47.9 bp.

Thus, your fund's Excess Cost was

-1.4 bp.

© 2007 CEM Benchmarking Inc.
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Costs — Implementation Style

Indiana State Teachers' Retirement Fund

The greatest impact is usually caused by
differences in:

+« External active management because it tends
to be much more expensive than either internal
management, or passive management.

Your fund used more external active
management than your peers (85% versus 73%
for your peers).

+ Fund of fund usage because it is more
expensive than investing directly.

o it Style? > Differences in implementation style are often a key
cause of differences in cost performance.

Implementation Style

100%

90% -
80% A
T0% -
60% -
50% -
40% -
30% -
20% A
10% -

0%

B Internal passive

Your Fund

0%

Peers US Funds

1% 4%

M Internal active

0%

5% 5%

O External passive

13%

19% 16%

W External active

85%

73% 73%

O Fund of Fund

3%

2% 1%
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Costs — Style Impact

Indiana State Teachers' Retirement Fund

4. Costs
- Style Impact

Differences in implementation style cost you
8.4 bp relative to your peers.

Impact of Differences in Implementation Style

External Active % of Asset Class Cost Dollar Impact

Your¥ Peer Avg%)| Premium’? $000

US Stock - Large Cap 1,597 62 0% 57.7% 248 172
USs Stock - Small Cap 672 100.0% 78.1% 887 866
Stock - EAFE 984 100.0% 87.5% 7T 464
Fixed Income - US 1,096 100.0% 83.3% 13.7 251
TAA 211 100.0% N/A N/A
REITs 123 100.0% N/A N/A
Real Estate ex-REITs 22 100.0% NFA NSA
Venture Capital/LBO - Fund of Funds 282 100.0% 45.2% 147.9 2,283
Total 84.8% 73.0% 4,036
External Active Impact in bps 8.5 bp
Impact of differences in the use of lower cost styles® 0.0 bp
Total Style Impact 8.4 bp

-

. External Active Cost Premium is the additional cost of external aclive management relative to the average of other lower
cost implementation styles - internal passive, intemal active and external passive.
2. A Cost Premium of 'N/A' Indicates that there was insufficient peer data to calculate the premium. This is most often
hecause your peers do not use the lower cost styles.
3. The 'Impact of differences in the use of lower cost styles’ quantifies the net impact of your relative use of internal passive,
internal active and sxternal passive management.

© 2007 CEM Benchmarking Ine.
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Costs — Impact of Differences in External Investment Management Costs

Indiana State Teachers' Retirement Fund

4. Costs
Are you paying more
for similar services?

The net impact of differences in External
Investment Management costs saved you 8.7 bp.

Impact of Differences in External Investment Management Costs
Your 2006 Peer| Impact of the
Avg Holdings Cost Median difference
in $mils| in bp|Costin bp in $000s
US Stock - Large Cap - Passive 607 26 1.4 73
US Stock - Large Cap - Active 991 23.4 26.3 -293
US Stock - Small Cap - Active 672 458 63.0 -1,155
Stock - EAFE - Active 984 48.3 42 6 559
Fixed Income - US - Active 1,096 8.6 16.0 -806
TAA - Active 211 104.3 N/A MN/A
REITs - Active 123| 1306 75.3 681
Real Estate ex-REITs - Active 22 90.0 S0.0 0
Venture Capital/LBO - Active Fund of Fund 282| 2218 336.0 -3,216
Total External Investment Management Impact in $000s -4,158
Total External Investment Management Impact in basis points -8.7 bp

* "N/A" indicates insufficient peer data to do meaningful comparisons.
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Costs — Net Impact of Differences in Oversight, Custodial & Other Costs

Indiana State Teachers' Retirement Fund

4. Costs
Are you paying more
for similar services?

The net impact of differences in your Oversight,
Custodial & Other Costs saved you 1.1 bp.

Impact of Differences in Oversight, Custodial & Other Costs
Your 2006 Peer| Impact of the
Avg Holdings| Costs Median difference
in $mils| in bp|Costin bp in $000s
Owversight 4771 | 07 bp 0.9 bp -74
Custodial/Trustee 4771 01bp 0.9 bp -387
Consulting/Performance Measurement 4771 | 086 bp 0.5 bp 25
Audit 4771 | 00bp 0.1 bp -43
Other 4771 | 01bp 0.2 bp -48
Total Impact in $000s -526
Total Impact in basis points -1.1 bp
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Costs — Summary

Indiana State Teachers' Retirement Fund

4. Costs
Summary

In summary, you were slightly low cost even
though you had a higher cost implementation style
because you paid less for similar services.

Your 2006 Excess Cost Breakdown

Impact

basis
$000s points

Impact of:

Higher Cost Implementation Style:
« More fund of fund and external active management and
less lower cost passive and internal management 4 036 8.5
+ Other Style Differences -6 0.0

Paying Less Than Your Peers for Similar Services:

* External Investment Management Costs -4 158 -8.7
+ Oversight, Custodial & Other Costs -526 =11
Total Excess Cost -654 -1.4

© 2007 CEM Benchmarking Inc.
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Cost Effectiveness — 5 Year

Indiana State Teachers' Retirement Fund
-Your 5-year performance placed you in the
negative value added, low cost quadrant.

5-Year Net Implementation Value Added versus
Excess Cost

(Your 5-yr: Net WValue Added -0.7%, Excess Cost -3.6bp*)

@ Global

®Your Peers

@Y our Results

Net Implementation Value Added

-40bp -20bp Obp 20bp 40bp
Excess Cost

*Your 5-year Net Implementation Value Added of -0.7% equals your -0.4% 5-year gross impl.
value added minus your 0.3% S-year-average Actual Cost.
Your 5-year Excess Cost of -3.6bp equals the average of your Excess Cost for each of the past 5 years.
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CEM Summary

Indiana State Teachers' Retirement Fund

In summary:

1. Policy Return >
2. Implementation
Value Added

3. Implementation
Risk

4. Costs >
5. Cost
Effectiveness

* Your S-year Policy Return was 9.4%. This was above the U.S. median of 9.1%
and above the peer median of 3.7%.

* Your S-year Implementation Value Added was -0.4%. This compares to the
U.S. median of 0.7% and the peer median of 0.4%.

* Your S-year Implementation Risk was 1.1%. This was slightly below the U.S.
median of 1. 3% and below the peer median of 1 5%

* Your Actual Cost of 46.6 bps was below your Benchmark Cost of 47.9 bps.
This suggests that your fund was slightly low cost.

You were slightly low cost even though you had a higher cost implementation
style because you paid less for similar services.

* Your S-year performance placed you in the negative value added, low cost
quadrant on the Cost Effectiveness Chart.
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Fund Members

32,912

5,303 73,350

39,849

O Active B Retirees O Inactive Vested O Inactive Non-Vested
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Distributions for Fiscal Year 2006-2007

N
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Retired Member Options
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Incoming Call Analysis Report
Fiscal Year Ending June 30, 2007

Calls Received by Member Services Center

Night Calls on Voicemail

Average Speed of Answer (in seconds)

Incoming Calls Reaching Busy Tone

Average Length of Conversation (in seconds)

Indiana State Teachers’ Retirement Fund
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Tabulated by Year of Retirement

Pre- 1996 Fund
Retired Members and Beneficiaries
June 30, 2006

Year of Retirement Monthly Pensions
As of June 30 Number Total Average
Before 1973 1.244 5 589,867 3 474
1975 258 144,991 562
1976 311 183.730 591
1977 353 211.813 600
1978 433 275,296 636
1979 496 317.768 641
1980 577 363,398 630
1981 560 350,531 626
1982 561 359,522 641
1983 630 406,950 646
1984 706 471.642 668
1985 1.005 716,018 712
1986 817 595,285 729
1987 958 741,946 775
1988 1.058 873,197 825
1989 843 725,942 861
1990 1.308 1,277.019 976
1991 1.255 1.310.457 1.044
1992 1.137 1.219.970 1.073
1993 1.182 1.375.817 1.164
1994 1.318 1.554.867 1.180
1995 1.660 2.037.370 1.227
1996 1.634 2.054.915 1.258
1997 1.419 1.765.517 1.244
1998 1.769 2.184.404 1.235
1999 1.620 2,120,539 1.309
2000 1.888 2.648.025 1.403
2001 1.87 2.822.359 1.502
2002 2.148 3.316.086 1.544
2003 1.852 2,974,142 1.606
2004 2217 3.627. 387 1.636
2005 2.083 3,520,618 1.690
2006 1.343 2.349.322 1,749
TOTALS 38,522 $45.486.710 $1,181
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1996 Fund

Retired members and Beneficiaries

June 30, 2006
Tabulated by Year of Retirement

Year of Retirement Monthly Pensions
as of June 30 Number Total A\'ema
1974 1 3 348 $ 348
1975 1 271 271
1981 3 1.751 584
1982 1 882 882
1985 1 905 905
1986 2 1.472 736
1987 6 4.563 761
1988 6 4.650 775
1989 5 3.549 710
1990 12 11.057 921
1991 13 10,058 774
1992 11 11.970 1.088
1993 11 10,080 916
1994 18 19.705 1.095
1995 24 28,132 1.172
1996 36 45,525 1.265
1997 31 36,599 1.181
1998 43 51.490 1.197
1999 55 66,127 1.202
2000 79 90,931 1.151
2001 104 145,866 1.403
2002 147 226.512 1.541
2003 202 324791 1.608
2004 192 282.756 1.473
2005 179 283.714 1.585
2006 144 249 534 1.733
TOTALS 1,327 $1,913,240 $1.,442

This schedule may include individuals who retired from the Pre-1996 Fund and retumed to work, and then
retired again (from the 1996 Fund).
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Service Benchmarks

Information in this section of the 2007 Annual report is included courtesy of CEM Benchmarking, Inc., and
are excerpts of the Defined Benefit Administration Benchmarking Analysis Report (Fiscal Year 2006)).

CEM Benchmarking Disclaimer:

Prepared February 14, 2007 by:

CEM Benchmarking Inc. I I
A0 Richmond Street West, Suite 1300, Toronto, ON, M5H 244 B . l

Tel: 416-369-0568 Fax: 416-369-0879 [:EM Btnnhmarki"g lr":.

www . cembenchmarking.com What gets measured gets managed

Copyright 2007 by CEM Benchmarking Inc. Although the information in this report has been based upon and obtained from scurces we belisve to
be reliakle, CEM does not guarantes ite accuracy or completeness. The information contained herein is proprietary and confidential and may not
be dizclosed to third parties without the express written mutual consent of both CEM and Indiana State TRF.
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Defined Benefit Administration
Benchmarking Analysis
FY 2006

Indiana State TRF

Prepared February 14, 2007 by:

CEM Benchmarking Inc. I I
80 Richmond Street West, Suite 1300, Toronto, ON, MAH 2A4 = . I

Tel- 416-3658-0568 Fax: 416-369-0879 [:EM Bpnchmarki"g lm:l

www cembenchmarking com What gets measured gets managed

Copyright 2007 by CEM Benchmarking Inc. Although the information in this report has been based upon and obfained from sources we Lelisve o
le reliable, CEM does not guarantes its accuracy or completeness. The information contained herein is proprietary and confidential and may not
le disclosed to third parties without the express written mutual consent of both CEM and Indiana State TRF.
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Custom Peer Group for Indiana State TRF

Indiana Stata TRF

When evaluating costs and performance, the most relevant comparisons are to
systems similar to you in membership and nationality. Your peer group
consists of US participants closest to you in membership size.

Custom Peer Group for Indiana State Membership (000s)
TRF
Active

Annuitants Members Total
Delaware PERS 21 42 63
Idaho PERS 28 65 93
lllinois MRF a2 171 253
Indiana PERF 79 175 254
Indiana State TRF 38 74 112
lowa PERS a2 163 245
KPERS 54 156 219
LACERA 50 86 136
MOSERS 28 54 a2
Nevada PERS 33 98 132
MNew Hampshire RS 20 56 76
Ohio SERS 61 123 184
South Dakota RS 18 26 54
TRS Louisiana 58 a0 147
Average 47 99 146
[Median 44 88 134]

& 2007 CEM Banchmarking Inc. Executive Summary - page 3
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Total Adjusted Administration Costs for Indiana State TRF

Indiana State TRF

This analysis is based on your Total Adjusted Administration Cost
of $7.0 million.

Total Adjusted Administration Cost for
Indiana State TRF

Activity $000s
1 Paying Annuity Pensions 873
2 Annuity Pension Inceptions {non-disability) 1,187
3 Written Pension Estimates 59
4A 1-on-1 Member Counseling 273
4B Group Retirement Counseling 28
5 Member Contacts: Calls, Emails, Letters 450
6 Mass Communication to Members and Annuitants 352
7A-C Collections and Data Maintenance 976
7D Service to Employers 19
8 Refunds, Transfers-out, Terminating Payments 207
9 Purchases and Transfers-in 177
10 Disability 83
11A-D Financial Control and Governance 1,029
124-C Plan Design and Rules Development 276
13 Major Projects and Non-recurring 653
Total Administration Cost per survey 6,682
Adjustments:

subtract 13 Major Projects and Non-recurring E53

add 3-year average Major Project cost 980
Total Adjusted Administration Cost 56,989

@ 2007 CEM Benchmarking Inc. Executive Summary - page 4
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Total Adjusted Administration Cost

Indiana State TRF

Your Total Adjusted Administration Cost was $63 per Active Member &
Annuitant. This was below the peer median of $70.

Total Adjusted Administration Cost per Active Member &
Annuitant - 2006

$300
[ KGO
5250 1 E— Peer
Peer Median
—————— All Median
$200
5150
$100
$50
$0 -
& 2007 CEM Benchmarking Inc. Executive Summary - page 5
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Factors that Impact Cost

Factors that impact costs

We measure and compare 5 factors that impact costs.

1. Transaction “Yolumes (Transaction T Cost

The Transaction Type Cost iz an estimate of what your cost gshould be given your transaction volumes. It eguals the
sum of your Activity tranzaction volumes multiplied by our estimate of the average cost for each type of transaction.
Examples of transaction types include 1-on-1 counseling sessions, pension estimates, pension inceptions and
rezponding to member callz. Refer to Section & Transaction Type Cost for details.

2. Service Levels

Howr wgll do you servies your members in terms of timeliness, availability, capability and quality? All elze being
equal, the higher your Service Score relative fo your peers, the higher your costs. For more details, see Section 5 -
Service Levels.

3. Plan Complexity
How complex are your rules and regulations? Al else being equal, the higher yvour Complexty relative to your peers,
the higher your costs. For more details, see Section 7 - Complexity.

4, Economies of Scale (Tofal Volume
Ars you benefiting from Economies of Scale? All elze being egual, higher Volume relative to your pesers allows you
to spread vour costs over a larger base and benefit from lower per unit costs.

5. Cost Environment
The more expensive the location you are in, the higher your costs.

Each of the I cost factorz above can affect vour total costs. This iz especially true for outher participants. For
example, a paricipant with an extremely high service score will be impacted more by Service Levels than a
participant with average service. Similarly, participants with the lowest volumes are more imgacted by their scale
dizadvantage.

@ 2007 CEM Benchmarking Inc.
Total Costs - Page 8
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Transaction Volumes

Indiana State TRF

1. Transaction Your total transaction volumes per Active Member &
Volumes Annuitant were 22% below the peer median.

It is lower cost to do fewer transactions per member. Therefore,

it is important to understand how and why your transaction Transaction Type Cost per

volumes differ. The Transaction Type Cost measure provides a Active Member & Annuitant -
way of summarizing in a single number the over 80 different 2006
fransaction types that we compare. It equals your transaction
$200
volumes by type, such as the number of member calls or —
newsletters mailed, multiplied by our estimate of the average $180 4 I Feer
cost of all participants to perform each transaction type. Feer Madian
$1 o4 L All Median

Activities where you did fewer transactions include:

» Fewer Calls, Emails and Letters - You had 594 Calls,
Emails and Letters for every 1000 Active Members &
Annuitants versus a peer average of 1,301.

+ Fewer Written Estimates - You had 9 Written Estimates for
every 1000 Active Members & Annuitants versus a peer
averaqe of 47.

+ Fewer Refunds and Transfers-Out - You had 23 Refunds
and Transfers-Out for every 1000 Active Members &
Annuitants versus a peer average of 49.

« Fewer Members Counseled 1-on-1 - You counseled 29
members for every 1000 Active Members & Annuitants versus
a peer average of 39.

@ 2007 CEM Benchmarking Inc. Executive Summary - page 7
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Benchmark Cost Analysis

Indiana State TRF

Your Total Actual Cost was lower than where we predict it should be
after adjusting for differences in economies of scale, transaction

volumes, and cost environment.

This suggests that your system is low cost. But this
conclusion is only an indicator and must be
interpreted very cautiously.

Reasons why your cost may differ from the
benchmark cost include:

« Differences in the effectiveness of historic IT
implementation

« Differences in Major Project costs, caused partly by
differences in IT investment cycles.

* Extremes of complexity, service and transaction
volumes that are not captured by the model.

B 2007 CEM Benchmarking Inc.

Benchmark Cost Analysis
Cost per Active Member & Annuitant

Actual Cost $63
Benchmark Cost 379
Difference -$16
Total Actual Cost versus Benchmark Cost
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Total Benchmark Cost per Active Member & Annuitant
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Service Level & Service Score

Indiana State TRF
2. Service Your Total Service Score was 74. This is close to the peer
Level median of 77.
Your Total Service Score is the weighted average of your ]
Service Scores for each Activity. Your Service Scores for Total Service Score - 2006
each Activity and a discussion of ways to improve your 100
score are shown on the following three pages. — o

g0 ] Peer
Peer Madian
All Madian

Understanding why you rank where you do is more
important than your Total Service Score because:

- Service is defined as: "Anything a member would like,
before considering costs.” High service may not always
be cost effective or optimal. For example, having your
Call Center open 24 hours a day is higher service, but
may not be cost effective.

« The weights used to determine the service scores will
not always match the relative importance your members
attach to the criteria.

© 2007 CEM Benchmarking Inc. Executive Summary - page 8
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Examples of Key Service Measures Included in Service Score

Indiana State TRF

Examples of key service measures included in your
2. Service Level .
Service score.

Select Key Service Metrics You Peer Avg
Member Contacts
+ % of calls resulting in desired outcomes (versus busy signals,
97% 91%
messages, hang-ups)
+ Average total wait time including time negotiating auto attendants, etc. €7 secs 66 secs
= Will you provide benefit estimates over the telephone? Yes B4%Yes
Website
« Can members access their own data in a secure environment? Yes 79%Yes
» Do you have an online calculator? Yes 93%Yes
» Are all, some or none of your forms available online? All 22%All
+ Can members make online changes to their non-financial data? Yes 57%Yes
Member Statements
* How current is the data in member statements when mailed? 6.0 mos 2.7 mos
+ Do statements provide an estimate of the future pension entitiement? No 79%Yes
Pension Inceptions
« What % of annuity pension inceptions are paid without an interruption of
cash flow greater than 1 month between the final pay check and the first
pension check? 100% 87%

@ 2007 CEM Benchmarking Inc.
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Service Scores by Activity Peer Comparison

Indiana State TRF

Your Service Scores by Activity compared to your peers as

2. Service Level

Service Scores by Activity

Your Peer

Weight Activity Score Avg

18.9% 1 Paying Annuity Pensions 98 96

7.9% 2 Annuity Pension Inceptions (non-disability) 79 75

5.0% 3 Written Pension Estimates 56 65

11.3% 4A-B Counseling 72 82

21.5% 5 Member Contacts: Calls, Emails, Letters 64 67

21.8% 6 Mass Communication to Members and Annuitants 69 73

a) Member Presentations (15%) 55 73

b) Website (30%) 97 78

c) Electronic Delivery (5%) 25 14

d) Newsletters (15%) 80 80

e) Member Statements (30%) 60 79

f) Other Mass Communication (5%) 0 44

4.0% 7D Service to Employers 66 71

0.3% 8 Refunds, Transfers-out, Terminating Payments 75 74

3.3% 9 Purchases and Transfers-in 26 76

5.1% 10 Disability 57 66

1.0% 11A-D Financial Control and Governance 84 76

100.0% Total Service Score (Average) 74 77
| Total Service Score (Median) 77 |

@ 2007 CEM Benchmarking Inc.

We do not have senvice measures for the activiies TA-C Collections, Data and Billing or for activity 12 Plan Design.
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Service and Cost Trends

Indiana State TRF

Service and Cost Trends

the average 4-year participant”.

- Service Scores increased 0.9 points per annum for » Costs increased 2.3% per annum for the average 4-

year participant”.

Service Score History

Total Adjusted Administration Cost per
Active Member & Annuitant

100
S0 1 $120
80 -
5100 - i
] ® E 2 + = A 4
= Gl N
50
A0 360 4
30 A
20 540
07 520
2003 2004 2005 2006 i
==l -year Peer 76 v 20 a0 2003 2004 2005 2006
Average mm@em 4 year Peer Average 576 572 578 583
éd-year All Average " 2 73 4 de=4.year All Average 592 596 589 3101
——" L] i 79 &0 74 —— 556 543 549 363

consecutive years of data (2 of your 14 peers, 34 of the 51 participanis).

@ 2007 CEM Benchmarking Inc.

* The 2006 Peer and All numbers in the graphs above may not match others in this report because these graphs depict only those systems that have provided 4
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Plan Complexity

Indiana State TRF

Complexity is caused by two factors:

1. Multiple member groups with different
rule sets.

2. Complex rules. For example, many
systems need to keep track of multiple
mortality tables that depend on the
member's hire date.

The Complexity Scores are relative
measures. Relative measures rank all
participants from relatively least fo relatively
most complex on a scale of 0 to 100. A low
Relative Complexity score does not mean
that your system is not complex, rather it
means that your system is relatively less
complex than your peers. All retirement
systems are extremely complex, so even the
system that has a O Total Relative
Complexity score is still extremely complex.

& 2007 CEM Benchmarking Inc.

3. Plan Your relative Complexity was slightly below the peer
Complexity median.

Total Relative Complexity Score -
2006

100

90 +

80 A

70

I
[ Peer

Peer Median
------ Al Median
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Relative Complexity Peer Comparison

Indiana State TRF
3. Plan Your Relative Complexity by underlying cause compared to
Complexity your peers as follows:
Many participants are curious about why they Relative Complexity Ratings by Cause
do not have a higher complexity rating. Complexity: 0 least - 100 most
Peer
The most complex participant is CalPERS. Weight Underlying Cause Your Avg
Their participating local employers can
extensively customize their rule sets. For 15.0% A. Pension Payment Options B85 50
example, their employers can select their own 20.0% B. Customization Choices 20 16
benefit multipliers, final salary definition, 10.0% C. Multiple Plan Types and Overlays 54 21
retirement age, cost of living adjustment rules, 16.0% D. Multiple Benefit Formula 5 a7
disability benefit rules etc. Their complexity 3.0% E. External Reciprocity 65 17
from Customization Choices is 100 versus 40% F. COLA rules 0 29
your score of 20. 3.0% G. Contribution Rates 17 41
. 4.0% H. Variable Compensation 85 75
The second most complex participant has a 30% | Service Credit Rules 54 46
long history of grandfathered changes to their 30% J Divorce Rules 0 50
benefit formula and fragmented rules related 55% K. Purchase Rules 33 58
to different counties and cities. They have 4'0% I_I Refund Rules 66 56
over 81 different multipliers and 8 different EID% M Disability Rules 42 20
possible salary definitions that could apply in 0'5% NI Translation 0 9
their benefit formula. Their complexity from o ; ) o
Multiple Benefit Formula is 100 versus your 3.0% ©O. Defined Contribution Plan Rules 18 8
score of 4.
100.0% Weighted Average (before scaling) 35 37
Scaled Total Complexity 33 37
@ 2007 CEM Benchmarking Inc. Executive Summary - page 14
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Economies of Scale

Indiana State TRF

e Rl Your Total Volume was 111,600 Active Members &
Scale Annuitants. This compared to a peer median of 133,900.
Total Volume matters most for systems with i
50,000 or fewer Active Members & Total Volume: Active Members &
Annuitants. These smaller systems have a Annuitants - 2006
scale disadvantage. 300,000 —

. Peer

Peer Median
25'].000 J] ——---- All Median

200,000

150,000 ~

100,000 -+

50,000 +
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Summary

Indiana State TRF

Summary

= Your Total Actual Administration Cost of $63 was below the peer median of $70.

= Your total transaction volumes per Active Member & Annuitant were 22% below the peer median.

= Your Total Service Score of 74 was slightly below the peer median of 77.

* Your Relative Complexity of 33 was slightly below the peer median of 34.

= Your Total Volume of 111,600 Active Members & Annuitants was below the peer median of
133,900.

= Your cost environment was 2.5% more expensive than your peers' median cost environment.

+ Your Total Cost was lower than predicted after adjusting for differences in economies of scale,
transaction volumes and cost environment.

@ 2007 CEM Benchmarking Inc. Executive Summary - page 18
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Indiana Teachers’ Retirement Fund

2007 Goals & Metrics

Agency Mission:

The mission of the Indiana State Teachers’ Retirement Fund is to prudently manage the
Fund in accordance with fiduciary standards, provide quality benefits, and deliver a high
level of service to its members, while demonstrating responsibility to the citizens of the
State.

GEFP Agency Metrics:

1) Investment Performance:

% Gross Return on Investments against Benchmarks
1 Year Actual Return/1 Year Target Return
Green Target>=100%

3 Year Actual Return/3 Year Target Return
Green Target>=100%

2) Customer Service:

Average # of Days to Process 1% 85% Check
Green Target<25

Percentage of Retirees Receiving Final Adjusted
Check Within 60 Days of 1% 85% Check
Green Target>=95%

Average # of Days to Provide Service Credit Purchase
Cost Estimate
Green Target 1

3) Cost and Process Efficiencies:

Percentage of Monthly Benefit Payments Made by
Direct Deposit
Green Target>=90%

Percentage of Employers Reporting Wage & Hour
Contributions Via Website
Green Target>=85%
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Other Goals & Metrics:

1) Investment Performance:

Complete restructuring of new asset allocations —

Visit and evaluate all money managers —

Gain Board approval for investment delegation authority to investment staff — Q1

Gain Board approval for investment results’ review (content and timing) and Board
education — Q1

Review custodial contract for renewal —
2) Customer Service:

Achieve a rating of 4 or 5 of 95% of survey questions for retirement counseling - Q1 and
workshop evaluations - Q1

Complete 90% of retirement estimates within 2 weeks of request — Q1
Train all benefits division on customer service and how to do retirement counseling — Q1

Contact all survivors/beneficiaries in open death cases that have pending cases due to
action needed on their part — Q2

Pilot Saturday morning appointments once/month and assess results — Q1

Maintain call center statistics of <30 seconds avg. time to answer and <1% abandoned
rate — Q1

Complete new member packet — Q3
Update member handbook — Q2
3) Cost and Process Efficiencies:

Upgrade web-based electronic wage and contribution reporting vehicle and its direct
interface with SIRIS for accuracy in A/R balances, re-retirement calculations, and
erroneous error messages — Q3

Upgrade Access Indiana web-based employer functions to include electronic, interactive
enrollment of new members and direct deposits of payments —

Establish quality assurance group in benefits to establish procedures for benefit
calculations and assess accuracy with goal of no more than 10% needing adjustment —

Maintain current paperless system going forward with 24-hour scanning/indexing of all
new records — Q1
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Determine if another telephony system could better service TRF needs — Q1

Upgrade SIRIS to automatically generate correspondence confirming demographic
member account changes — Q1

Document all business processes/workflows and corresponding controls to improve
existing system and prepare for the next generation business application — Q2

Recommend next generation business application for all agency business processes —

RFP for Medicare A&B supplement plans — Q2
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